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SUBJECT: HMG NORTH SEA PROCUREMENT POLICIES 

REF: 1) STATE 202255, SEPTEMBER 13; 2) LONDON 13780, OCT. 22 

1. FOLLOWING PROVIDED FOR EMBASSY INFORMATION ONLY. 

2. R.C. CRENWELGE, MANAGER, FOREIGN OPERATIONS, BROWN OIL 
TOOLS, REPORTS HIS COMPANY NOW ACTIVELY ENGAGED IN DISCUSSION 
WITH UNNAMED UK FIRM FOR ESTABLISHMENT JOINT VENTURE TO SUPPLY 
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BROWN EQUIPMENT TO NORTH SEA OPERATORS. ACCORDING TO CRENWELGE, 
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THE COMPANY, WHICH HAS NO OTHER PLANTS OUTSIDE THE US, HAS 
DECIDED TO ESTABLISH UK SUBSIDIARY SOLELY AS A RESULT OF 
EXPERIENCE WITH PRIOR REPORTING REQUIREMENT. POTENTIAL BRITISH 
PARTNER HAS ALSO ADVISED BROWN THAT STRICTER REGULATIONS WILL 
SHORTLY BE ISSUED, MAKING PURCHASE OF BRITISH EQUIPMENT MANDATORY 
FOR NORTH SEA PROJECTS IN CASES WHERE DOMESTIC SUPPLY CAPABILITY 
EXISTS. 

3. CRENWELGE HAS APPOINTMENT TO DISCUSS PENDING REGULATIONS WITH 
DEPARTMENT OF TRADE DECEMBER 1 1 AND PROMISES TO PROVIDE RELEVANT 
TEXTS ON RETURN TO US (DECEMBER 15-18). 

4. IN ILLUSTRATING IMPACT OF REPORTING REQUIREMENT, CRENWELGE 
POINTED TO RECENT $500,000 BROWN BID TO OXY/SCOTLAND WHICH WAS 
ALLEGEDLY QUOTE TOSSED OUT UNQUOTE WITHOUT FURTHER CONSIDERATION, 
DUE TO REPORTING REQUIREMENT. IN SUBSEQUENT BID, BROWN REPORTEDLY 
INCLUDED COVERING LETTER ADVISING HMG OF PLANS TO ESTABLISH UK 
SUBSIDIARY AND U GU ARANTEEIN G THAT 90 PER CENT OF COMPONENTRY 
WOULD BE MANUFACTURED IN UK. IN THIS INSTANCE, BROWN BID REPORTEDLY 
RECEIVED FAIR CONSIDERATION BUT LOST ON PRICE COMPETITION TO 

US COMPETITOR ALREADY ESTABLISHED IN UK (PRESUMABLY BAKER OIL 
TOOLS). 

5. CRENWELGE WAS UNEQUIVOCAL IN POINTING TO REPORTING RE- 
QUIREMENT AS MOTIVE FORCE BEHIND BROWN DECISION TO SET UP 

UK SUBSIDIARY, AND ALLEGED SAME REASON BEHIND PREVIOUS DECISION 
BY COMPETITOR BAKER OIL TOOLS TO ESTABLISH UK OPERATION. 

6. EMBASSY REQUESTED PROVIDE ANY AVAILABLE DETAILS REGARDING 
BRITISH PLANS TO INTRODUCE MORE STRINGENT VERSION OF PRIOR 
REPORTING REQUIREMENT. INFORMATION PROVIDED BY CRENWELGE WOULD 
SEEM TO INDICATE HARDENING OF HMG BUY BRITISH POLICIES IN 

NORTH SEA. 

KISSINGER 
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